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ABSTBACT 

The book is presented as an aid to those vho have 
decided to invest in, or who are seriously interested in 
investigating, a franchise opportunity. The material presented is an 
index of basic information a person should have about a particular 
franchise to enable him to make a valid determination as to whether 
or not a specific franchise is the right one for him and whether or 
not the chances for returns both in terms of money and future are 
there. The guestions are presented first with discussion, then 
repeated in a guestionnaire format which may be used to profile and 
evaluate the franchises he is investigating. Financial and legal 
questions are raised, questions about training and marketing, and 
about home office support. The 10 pages of appendixes include 
information about the Federal Trade Commission and franchising, the 
International Franchise Association, the Small Business 
Administration, and a listing of sources of additional information. 
(Author/A J) 
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CHAPTER 1 

USING THE INDEX/ 
PROFILE 

Before You Start 

This IxKik is not intended to convince anyone to acquire a 
franchise. It is presented as an aid to those who have decided to 
invest in, or who are seriously interested in investigating, one of 
the many franchise opportunities available today. The material 
presented is an index of basic information a person should have 
about a particular franchise to enable him to make a valid 
determination as to whether or not a specific franchise is the 
right cme for him and whether or not the chances for returns 
both in terms of mcmey and future are there. The section, in a 
questionnaire format, should be used to profile and evaluate the 
franchises you an? investigating. 

Franchising is a modern term for a more than fifty year old 
method of wholesale and retail product distribution. Although 
most of the franchise opportunities now in business have been 
started since 1954, franchising has been around for over a half 
of a century. It started with the automobile manufacturers* 
brewers, soft drink bottlers and oil companies. Now it has 
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expaiuleci u> alinosi vwrx kind ot product or ?ier\*ux\ ituludtng 
business sei vicrs, f ood, education* clothing* pets, linlging, etc. 

In the several \eais franchise companies have received 
much interest from Wall Street, not only In^causc* of the 
pertonnance of fratuhise stcnks* but alM) because of the 
entrance of major blue < hip ccunpanies into the franchise field. 
Recently* however, some o! this has worn oft biHause a c luuige 
in franchise accounting priKe<lntvs has trimmed prof its. 

Franchising can be an answer for the u)an who wants to go 
into business for himself. One of the biggest mistakes you can 
make, however, is to l)e in a hurrv to get into business. 
Therefore, if vou shortcut the information gathering and 
evaluation programs cmtlined in this lHH>k, you might neglect to 
take a l<K)k at other franchises that are pi*rhaps Initer and more 
suitable than the one .selected, or \«m might 1k' "pressured" into 
a franchise that is not right for you. 

Although most franc hises are managed by reputable business- 
men. \ou should keep in mind that some may he piKtrlv managed 
and financially weak. Als«), as in all industries, there are those of 
(]uesti(>nable practices and those who have controls and restrict 
ticms that are so one sided (in thc*ir favor) that they are 
unreasonable. 1 his t>iM>k is intended to guide your franchise 
investigation in such a wav that vou can avoid involvement with 
those w ho are not reputable. 

Before getting into a thorough evaluation of any franchise, 
here is a c]ui< k test that can save you nuich time, money and 
aggravation. 

L Were vou promised high profits in exchange for mini- 
mum effort? 

2. Did the representative pressure you to sign a contract 
immediately? 

:i. Were you told that this was y«)ur last chance to sign and 
th:*» if you did not, the opportunity would no bnger be 
available? 

4. Did the representative refu.se to answer any c|ut*sticms or 
did he refuse to give specif ic answers? 

5. vVere you told of services such as training, management 
assistance, etc., without spec ific examples of each? 

6. Was the representative reluctant to give you a Responsi- 
ble list of references? 



2 



7. Did you teel that the representative was more interested 
in setlinK yt^ni a Iraiuhise than he was in your being 
suaesstul in business? 

8. Did the representative try to discourage you Ironi having 
your attorney review the conti^ac t before you signed it? 

In addition, it might be wise* tor you to call or visit one of the 
operating franchises and talk to the owner alK>ut his business 
and Find out: 

L Does the franc hisor deUver what he promises? 

2, Based on the franchisees expt^rieme with the franchisor, 
does he consider him ccnnpetant in the business of the 
franchise and does he consider the ccmipany itself to be 
well managed and respcmsive to franc bistre s needs? 
If the answers to questicms 1-8 are NO, and if you are 
salisfiiHl with vour disc ussion with the franc hisee, then proceed- 
ing with the FRANCHISK INDKX PROFILK is the next step in 
evaluating the franchise opportunity you are considering. 

How To Usi^ The Franchise Index/Profile 

This b<M)k has been written in outline form so that it is easy to 
relate informattcm f nmi the index to the profile and vice versa. 
The basis of the book is a series of questions set up in major 
interest categories building one on the other so that at the end 
of the question prcness vou will have a fairly complete picture 
of the franchise. You should have obtained a feel as to whether or 
not it is the right franchise for you. Also, in che pnicess you will 
have weeded out the bad risks from the field of prospects. 

Evaluating a franchise in the manner outlined in this bcM)k 
will take time and patience but results will make it worthwhile. 
If the franchisor refuses, without gcKKi reascm, to go along with 
you in providing the information, be skeptical of his f ranchise. 
On the other hand it is easy to get tired alcmg the way and 
decide to shortcut the questicmnaire. A complete investigaticm of 
the business is the best way to insure against failure or getting 
taken by an unethical company. I he mcmey you will invest in a 
franchise has resulted f n)m hard work . . . isn*t it cmly proper 
to take time to determine the best way to use it? 

In (chapter 2. Fhe Franchise Index* you will find a series of 
questions alcmg with an explanaticm of what the aaswer should 
be and what it means or how to dea^mine what the answer 
should be for the franchise you are interested in. 

3 
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For example, question deak with the reputation of the 

product or lierviie sold by the franthisee. The logical answer is 
• . • Yes« t only want to deal in a business selling reputable 
products or services. How do you know withoui cheeking that 
this is the case* Naturally the franchisor will say his prcnluct or 
service is reputable; but is he telling you the truth? The 
discussion ot this c]uestion tells you how to iind out the answer* 

Did you know that many f ranchises are not exclusive? In fact 
you might find yourself ccmipeting with the franchisor himself 
who is selling direct in a territory that vou thought was yours 
exclusively. Question A-9-a and discussiot> tells vou how to find 
this out. 

In (Chapter 3» the c]uestions are repealed, this time, however* 
without the discussicm section. Instead there are blanks to be 
filled in. When completed, this forms the profile of the 
franchise you are evaluating. It would be beneficial if you make 
your decisions as to what you want in a franchise as you read 
through this chapter. You can later use it as a check when you 
get into evaluating franchise pn>spects. You will find that it will 
also force you to make some deiisicms that up until now you 
have avoided. 

For example. Question A-2-b deals with your time. Do you 
plan to spend full or part time on the franchise? This is a basic 
decision you must make before becoming serious about any 
franchise. 

Questicm 4c asks. **Does the forecast of income provide for 
your personal goals?'' Here the answer includes an evaluation of 
the family buclget. plus the amount of money recfuired to run 
the business. This determines the income that must be gener* 
ated f n>m the f ranchise. 

Also* you should set up a file for each franchise you evaluate 
and keep in it all materials you receive from the franchisor, 
copies of letters and replies used in checking, and a written 
diary of all discussions you have with the franchisor. In the 
dairy make sure each entry is dated and the named; of all 
persons in the meeting noted. Also, each diary entry should 
record the purpose of the discmsicm* the information obtained, 
and any action lo be taken. 



< 

t 



CHAPTER 2 

FRANCHISE INDEX 



A. FRANCHISE— GENERAL 

1. IS THE PRODUCT OR SERVICE 

a. Considered reputable— W'hm is ihe rcpuiaiion of ihe com- 
pany and its producis or services. Remember, a customer 
will buy ihe firsi lime on ihe promise of qualiiy. bun will 
noi reorder if he does noi gel what was promised. To gei 
ihe answer lo ihis question talk to people who are familiar 
with the product, check it out yourself, and write to the 
Belter Business Bureau in your city and in the city of the 
franchise headquarters. Also write to the National Better Bus- 
iness Bureau. 230 Park Avenue. New York. N.Y. 10017. In 
your letter mention the franchise and address plus parent 
company and address if known. Ask for a report on the 
company. 

b. Pari of a growing market — ^The answer does not always 
have to be yes. since many markets are on the borderline 
between slow growth and "taking off." What you have to 
watch out for here is a declining market. The best place to 
check for information on growth or near growth is request 
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tnarkeiing data from the franchisor, check with your 
broker, write lo the tmiie inaKa/itie covering the market in 
question* check if out at your IcR-al business library, and 
discuss it with your regional Small Business Admiiiistnition 
ofTice. 

c. Nffiied in your area — It is very imporuint that you ge^ a 
yes here. A snow*ski shop franchisee would n<H go over tm) 
well in Florida. Make sure that the prcMlucts or servicers 
have year round appeal in your area as well as being 
needed. 

d. Of interest to >ofi^)nly you can answer this, and it is 
important since investmeni in a franchise should be viewed 
as a lifetime job. For example, if you enjoy repairing 
automobiles, a related franchise such as a service station or 
a muffler shop should be of interest. If you are a teacher, 
possibly a secretarial school or home study school franchise 
would lie of iiuerc*st. 

e. Safe, protected, and guaranteed — If a pnxluct rather than a 
service is involved be sure that it is safe, that it meets 
c{uality standards, and that there are no restrictions upon 
its use. Is the prcKiuct protected by patent or liability 
insurance and is this' same pn>teciion afforded to you as a 
franchisee? If a gurantee is involved, obtain a copy and be 
sure of your responsibilities and obligaticms as a franchisee. 

f. Carry the name of a well known personality — This can be 
gcHKl or had. Assuming that the perscmality has and 
maintains a good reputation, it is important that he or she 
have an actual investment as oppcised to being a flgure- 
head and make substantial personal contributions of time 
and effort to promote the franchise to the mutual benefit 
of all franchisees. Do not be fooled by a glamour name. 
Make sure that the basic franchise is sound with or without 
the prominent name. 

t. IS THE FRANCHISE 

a. iA)eat, re^tmi, national or international--^Thi& answer is for 
information but does have a direct relationship to the 
franchise fee and also to the future. Chances are that a 
franchise that is now only local or regional is in the 
beginning or test stage and will go national once the test 
has proved successful. The national and international 
franchises are probably older and better established* also 



better kmmn. The latter p<)int is important to you fiartitu- 
larly if your prcwluc i is a lonsumer one such as the last 
ft)od or motel Held 

b. Time Rtqttirements, part- or /iiW-ftwr-— This depends on 
what you are hutking -Tor. Unfortunately, there are very 
few part-time franchises that are as rcmkI as they profess to 
be. Those that are gcHid do involve a considerable amount 
of time if they are to be successful. There is no shortcut to 
a second inccmie. .\lso it is highly doubtful that you can sit 
back, as some part-time franchises profess, make some 
mailings, and watch the money roll in. Check the pan-time 
franchises out Just as thoroughly as the full-time (me. Not 
all of the KM) questions will apply. If you do get involved 
in a part-time endeavour, take a look and see whether or 
n<rt it could later be expanded into a profitable full-time 
venture. This is a g(H)d test. Full-time franchises are what 
they say . . . you have no other job and therefore no other 
income. Make sure that you have at least I year or possibly 
2 years personal financial reserve left after you pay the 
franchise fee and put capital into your business. There are 
some franchises, usually in the personal service field, that 
can be started on a part time basis with the full time 
situation one or two years away. 



$. EXISTING FRANCHISES 

a. Hou< long was the (ompcny in business before the first franchise 
was awarded — This nill tell you which came first ... the 
product idea or the desire to enter the franchise field.* 
Favor should be given to the company that started before it 
entered the franchise business. A g(Mxl example o( why this 
is important is the value tcxlay of motel franchises, 
automobile dealerships, and soft drink bottlers. 

b. What date was the company founded and what date was the 
first franchise awarded— Here we want to establish the period 
of time that the company was in business before it went the 
franchise route of distribution. Keep in mind that the dates 
you want are related » the franchise and not the parent 
company. In this day arid age of mergers and acquisitions 
many major franchises are owned by major corporations. It 
would also be interesting to find out whether or not the 
original franchise is still in operation. 

7 
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c. \umber in ofienuiim and geographical spmut—Thh mil give 
you an idea as to ihe |i»)pularity of the framhise. This 
information toupled with the preceeding answer will give 
you an idea as to whether or not this is an "overnite" 
growth pattern or a gradual pattern. The gradual pattern 
tends to give more stabilitv. that is it the rate of failure is 
low. You should also fiml out whether or not there is a 
g«)graphital cluster . . . that is. are there a major number 
of existing franchises in one specific area: (ir are they 
evenlv spread across the country. Vou will usually find a 
cluster around the home office area of the franchise. A 
cluster can be expected in the early stages: but. if a 
franchise claims to be national and if they have been in 
business three years or hmger, the spread should be fairly 
even. 

The franchisor should provide you with the name and 
address of several franchises in operation in markets like 
yours. For example, if your market is 60.000 in population 
vou should compare with another 60.000 market. Call or 
visit these locations (more notes), at least one of which 
s'-.iuld be a relatively new franchise. Ask the questioni that 
are of greatest concern to you. Try to get a feel as to 
whether or not you would like the work, could earn 
enough to support your family, etc. 

d. Xumber pUtnned next 12 mon/A.<— Not all franchises will be 
able to give an answer to this question, yet it is a key factor 
to future growth. In some cases the attitude will be . . . 
just as many as we can sell. In other cases a set objective 
has been established. Keep in mind that part (»f what you 
pay for in the franchise fee is service, advice, and training. 
If the home office is not planning properly they will not be 
geared to give what they pnmiise. L(K)k for a definitive 
answer and ask the additional (]uestion . . . What are your 
plans for adding home office personnel to continue the 
same level of service, advice, and training for all fran- 
chises? Another way to l(M)k at future planning is to t^alize 
that as the number of franchises increases so does the 
national visibility, and this is as good as any advertising. 

4. WHY HAVE FRANCHISES FAIF.ED 

a. //oa' many franchises have failed— The number is not the 
most important factor unless there is a high number in 
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relation to the curretw number in operation. It would be 
good to find out how many of the failures were in the past 
2 years. If the failure rate is high, perhaps the reasons 
have been corrected. If this is so, the fpilure rate would be 
clustered prior to the past 2 years. 

b. Why have franchises faiUd^TMS is one of the most 
important questions that you can ask. It is alsc» one of the 
most difficuk for the franchisor to answer because it 
reflects on the franchise program. The answer to this is 
found in three ways. First, ask the franchisor why he thinks 
the ftanchises failed, have him Ibt the reasons m order of 
importance. Then, ask for the names and addresses of 
franchisees who have failed. Contact them and ask the 
same question. Finally, check the Better Business Bureau m 
the city where the franchise failed and ask the same 
question. Check the answers, if they agree, find out from 
the franchisor if the reasons have been corrected. If the 
answers from the franchisee and franchisor do not agree, 
discuss them with the franchisor and find out why they do 
not agree. Remember, in talking to the franchisee that 
failed that he will probably be biased against the franchi- 
sor. On the other hand, the franchisor might lay failure at 
the feet of the franchisee. t:se your own judgment in this 
case and draw your own conclusions. 

5. FRANCHISE IN LOCAL MARKET AREA 

a Has a franchise ever been awarded in this orM— As will 
be covered later, many franchises (such as the multilevel 
distribuuon type) are on a nonexclusive basis, and there- 
fore the franchise you are investigating might already be in 
operation in your market. This is not a neganve and. in 
fact, in the case of fast food and personal service franchises 
it is better to have several pel market as each benefits trom 
the visibility of the other. On the other hand, a franchise 
might have failed at some time in the past in your area. 
You should know why. The final point in regard to this 
question is the amount of interest on the part of others in 
this franchise in your area. If the interest is high, that 
means that there is a pretty good chance that the general 
interest level would be high on the part of customers. On 
the other hand, if the interest level is low. this could be a 
negative. Ask the franchisor for the franchisee inquiry 
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count from your area. If there is a franchise in operation 
in your market, get the name and address of the owner, 
visit with him and discuss the franchise. He should be glad 
to answer your questions. Also, if there has been a failure, 
get the name and address of the person involved and talk 
to him too. 

WHAT PRODUCT OR SERVICE WILL BE ADDED TO 
FRANCHISE PACKAGE 

a* Within 12 months — ^This may be either the result of past 
planning or the result of a need to improve sagging sales. 
What you are looking for in this category is future growth. 
For example, in fast food what new product has been add- 
ed, in the case of a business serv ice franchise has income tax 
service been added, or have new courses been added to a 
school or home study program, etc, 

b. Within 2 years— yXhskX is now in the planning stages? 
Perhaps the franchisor will not give specifics and this is 
understandable since this informaticin would be of a 
confidential nature, Reascmable and reassuring answers 
should be available however. What you are looking for 
here are efforts ro keep up with the market .ind its 
changing conditions. For example, if the franchise involves 
automobiles, is the future in tune with what is happening 
in Detroit, with the problem of air pollution, etc. 

c. WiAin 2 to 5 years — ^This would be more in corporate 
goals than in the planning stages at this time. Ask what are 
the long range corporate goals for the franchisor. See if 
they have thought beyond the next couple of years. This is 
important because chances are that your competition is 
concerned with the future, if your franchise is not. the 
future of your franchise could be dim, 

7. COMPETITION 

a. What would my competition be — For the answer to this turn 
to the Yellow Pages, You might have to check more than 
one directory depending on the type of franchise you are 
considering. For example, if it is a fast food restaurant you 
would be interested in only the adjoining neighborhood. If 
the franchise is statewide, part of a state, or several states, 
you should check directories covering the total area, (^all 
your telephone company business office for advice as to 
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what directories cover the area and how tc get them. Make 
a complete list of competition listing addresses and tele- 
phone numbers of all locations. Visit several of the major 
ones and observe appearance, traffic, and attempt to 
appraise the current situation. Make notes for future 
reference. If the franchise Ux>ks particularly good, talk to 
the manager and get the name of the franchisor. Write to 
them for the franchise package . . . maybe it will he better 
than the one you are now investigating. The thing you 
want to accomplish here b to get a feel for competition . . . 
can you do the job? ... is the market saturated with the 
product or service? 

8. ARE ALL FRANCHISES INDEPENDENTLY OWNED 

a. Are all outlets franchised or are same company owned— k 
recent development in franchising is the situation where 
franchise companies are buying back franchises so that 
stronger corporate control can be maintained. So far this 
has affected only major motel, restaurant, and fast food 
chains. You shouki find out whether or not all outlets are 
independent franchises. If not, how many are company 
owned. If there is evidence of recent company repurchase, 
find out what the repurchase agreement is. 

b. Date of most recent company acquisition— If the answer to 
this is a recent date, then you are reasonably sure that a 
repurchase program is underway. That is unless the 
franchise was repurchased or taken over for contract 
violation. In the event the latter is the reason, it is not a 
negative but a strength indicating franchisor interest and 
policing program. 

9. FRANCHISE DISTRIBUTION PATTERN 

A major distribution pattern in the franchise industry, for 
both products and services, is the two-step method. Briefly, this 
means that the franchisor "packages" the product and seUs it to 
distributors who in turn sell it to dealers who in turn seU it to 
the customer. The distributor usually covers a fairly large area. 
The dealer covers a very local area, usually his "backyard 
market." 

a. Exclusive vs nonexcbisive— This can be a surprise since 
many franchises, contrary to what people think, are not 
exclusive as far as territory is concerned. In some cases, 
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both the distributor and franchisor retain the right to sell 
direct in the franchisee territory. Also, they retain the right 
to sell more than one franchise in a given territory. There 
is nothing wrong with a nonexclusive franchise providing 
you are aware of the situation before you buy the franchise 
and want to work this wa>\ The obvious disadvantage of 
the nonexclusive franchise is a smaller sales potential This 
should be spelled out to your satisfaction in the contract. 

b. Distrilmtorship vs dealership — Which one of these is your 
franchise? You will find that the distributorship costs 
considerably more than the dealership and at the same 
time requires more business knowledge and leadership 
capabilities. If you do not have a strong business back- 
ground and financial reserves, stay away from the distribu- 
torship. Start with a dealership. It will be close to home« 
require less capital, and your time will be concentrated on 
the management of that particular location rather than a 
group i>f locations. The return, however, from the dealer- 
ship is usually less than from the distributorship. If your 
franchise is a dealership, get the name and address of your 
distributor, visit with him and see whether or not you can 
get along with him. It will be the distributor with whom 
you will conduct much of your business not the franchisor. 

10, FRANCHISE OPERATIONS 

Some franchises can be operated from the home, others 
require office space, others manufacturing facilities, and others 
the actual construction of a building. If the franchise requires 
office space or the construction of a building, make sure the 
franchisor offers guidance and assistance as this is the most 
important initial role he will play in getting your business 
started. 

a. What facitities are required — Determine what is needed. 
This is usually very evident in the literature that is 
provided about the franchise. Usually sales organizations 
can be operated from home or from shared office space; 
personnel agencies require leased office space; retail type 
franchises require leased store space; and most fast food 
outlets and education type franchises require buildings that 
have to be constructed. 

b. Lease or build — In either situation there are things to look 
out for. For example, a lease is usually signed for a specific 
period of time . . . one year, two years, etc. If it is a lease 



situation, be sure of the rime involved. If the space leased 
is tcH) small and not expandable and your business grows to 
the point you need additional space and your lease is not 
up. a penalty will be charged by the building management 
to break the lease. Construction is a different situation and 
a different ser of considerations. Labor problems can deby 
completion, weather can be a major factor on completion, 
etc. These are things that any realtor can tell you about. 
You should talk to one you know. 

c. Getting .started — If your franchise requires that customers 
come to your place of business (fast food outlets, home 
remodeling stores, income tax preparation, etc.) the critical 
point of getting started and the pivotal point on the success 
of your future business is the feasibility study. This should 
be done for you by the franchisor; if you are told to do it, 
view this as a negative. The feasibility study considers the 
experience gained by the franchisor in setting up successful 
franchises and applies it to your market. For example, the 
following information would be developed and evaluated: 
traffic count of various location possibilities, average in- 
come of the area, number of target prospects in the area 
{fast food would require high concentration of young 
families, etc.), and other factors critical to the success of the 
franchise. Past experience of the franchisor will tell what is 
required to assure the possible success of the franchise. 
You should make sure that any money "put down*' on the 
basis of having the feasibility study conducted would be 
returned to you in the event the results are negative. 

d. Construction — If you must build, once again the franchi- 
sor should be "your right hand man." In fact, he should 
guide you every step of the way. In checking what you get 
for the franchise fee you will find most times that this type 
of ser\ice is a major reason for a fee at all. If not offered* 
consider it a negative. Here you are getting into architec- 
ture and design, landscaping, contract award, construction, 
decor and furnishing, and financing. The subject of 
financing is critical and will be covered in Section C — 
FINANCIAL AND LEGAL. 

B. FRANCHISE COMPANY 

The primary purpose of this section is to get enough Information 
about the company to be convinced that they are reputable, finan- 
cially strong, and recognized as a leader in the field. 
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I. THE COMPANY 



a. Parent vs franchise company — As outlined earlier, many 
times the franchise company is part of a larger company. 
In order to check thoroughly this should be known. Ask 
(or. in addition to the name and address of the franchise 
company* the name and address* if any, of the parent 
company. Remember that being part of a larger company 
can be a very important asset tc» you in terms of financial 
stability and visibility. Also, it won*t hurl when dealing with 
a bank for financing. 

b. Public vs private company — Here you are concerned with 
the main or parent company. Find out whether or not you 
are dealing with a public (stock sold public) or a private 
(stock held by a small and private group) company. 
Checking cm a public company is a relatively easy matter, 
whereas checking on the private company is more difficult. 

c. Public company checking — ^This can be done via published 
sources since the SEC requires public disclosure of all stock 
traded public. Determine whether the stock is traded: 
OTC — over the counter; ASE — American Stock Exchange, 
or NYSE — New York Stock Exchange. 

With this information contact your stock 
broker, ask him to send you a stock report on the company. 
This report will give you all the basic information on the 
financial structure of the company you need. Look for 
rising trends in sales, profits, and earnings per share. The 
report will also give you the address of the company and 
the name of the officers including the treasurer. Write to 
him on a postal card requesting a copy of the most recent 
quarterly and annual reports, as well as product literature. 
It is best to mention that this information is for your 
investment program. From this literature you will learn all 
additional information you need to know about the com* 
pany. If you do not have access to a stock broker, consult a 
local college or public library. Most of them will have 
standard reference volumes that contain information on 
most public companies. 

d. Private company checking— This is more difficult than 
checking public companies. If you have access to a financial 
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reporting service, request a report on the company in 
question. In any event* you should ask the franchisor for 
references including a bank and major supplier. Write to 
each asking speciHc questions, and in particular, attempt to 
determine their fmancial soundness, also ask some ques- 
tions the answers to which have already been supplied by 
the franchisor* See if the answers are the same. This acts as 
a cross check. Write to the Better Business Bureau in your 
city and in the headquarters city of the franchise and ask 
for a report which is usually free. 

It would also be a good idea to find out whether or not 
the franchisor is a member of the International Franchise 
Association, Inc., 1025 ('.onnecticut Avenue, N.W., Wash- 
ington, I).C 20036. Write and see whether or not they are a 
member. See Appendix B for code that IFA members 
subscribe to. The preceding two checks should be con- 
ducted whether the franchisor company b public or private. 
What you want to look for once again is rising trends in 
sales and profits, how much money is being invested in 
research and development for the future, credit situation, 
and whether any negative comments have been registered 
against the franchisor. 

Some States now have full disclosure laws which require the 
franchisor to supply you with much of this information. To find 
out if your State has such a law, contact your local SEA office 
or write to your State consumer protection ofRce. 



C FINANCIAL AND LEGAL 

In this section you want to determine exactly what you are 
getting in your franchise package, what you can expect to get in 
terms of return, and what does all that fine print say. We are 
assuming now, of course, that you have decided to go into 
business for yourself. There are some excellent aids on the 
latter point that can guide you. The Small Business Administra- 
tion, Washington, D.C. has a vast amount of free aids covering 
the same subject including an excellent pamphlet entitled Check 
List Far Going into Business. Write to them outlining what you 
want to do; or better yet visit your closest regional office. 



15 



1. WHERE TO GET ADVICE 



a. Uimn — Bc^lort' v<m sign anything and comniii any 
money you should have a lawyer advise you and make sure 
that you undet^tand what you are getting into. Make sure 
that you understand what legal liabilities are possible when 
you get into business and more importantly make sure 
these liabilities are covered by insurance, either your own or 
that of the franchisor, Clheck your own lawyer; if you do 
not have one, check with friends or another local small 
businessman and get the name of a qualified lawyer, \fake 
sure the lawyer you select has interest and experience in 
advising small businessmen. 

b. Financial — ^The balance of this section will outline ques- 
tions of a flnancial nature. T€> be meaningful, figures must 
be interpreted by a "pro" ... an accountant. As in the 
case of the lawyer, find one who is knowledgeable in 
advising small businessmen. The best way to find a good 
accountant is to ask kKal small businessmen for a recom- 
mendation, or perhaps y<mr local (chamber of C^ommerce 
might have a suggestion. 

c. Management — Business management involves the merging 
of legal and financial structures with the overall running of 
the business. Certainly the Small Business Administration 
Regional Office is your best scmrce. In fact they offer 
periodic seminars on starting and managing a small busi- 
ness. Also check your local Chamber of Commerce to see 
what they have to offer. Discuss your proposed new 
business with a successful businessman and get his views. 
As you get started you can draw on an excellent source, 
the Service Corps of Retired Executives (SCORE). Contact 
the Small Business Administration for information. 

2. TOTAL FRANCHISE COST 

a. Haw much money do I have to have to get started — Don*t be 
fcM)led by claims such as *Tour own business for only 
$3,500.** Make out your own forecast of required finances 
and include franchise cost, first year operating expenses, 
and personal funds required for up to 2 years. Keep in 
mind that starting a business does not mean that the 
income will automatically come in. In some franchises you 
might go as long as six months before a penny flows into 
your bank account. In any event, there is start up time 
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reganlkss of whether it is a pet-sotinel aReniy. last fcxx! 
outlet, motel, rental agetuy. etc. 1 cite the *i year period 
because this is the attepted hreak even "rule ot thumb" for 
a new business. \ franchise, however, should break even 
much earlier because part of what yt)u are buying are 
proven prtKhuts. progrjuns. and pnu-etlures. In any event 
be ivary of any franchisor that promises "ri(hes" in less 
than 2 years. It just doesn't happen that way. 

b. What (in I have to pay the franchmr to get started— Th\% 
consists primarily of two things . . . franchise fee and 
inventory, and material or construction costs. Make sure 
you get a complete answer to this question. It's t<M> late 
<>nce you have stiirte<l in business to cliscover the true costs 
are m»>re than you can handle. Let's consider each of the 
elements that go to make up the initial amount you pay the 
franchisor . . . 

c. Franchise fee — Is there a fee as such? If so. how much? 
What tioes it include? What you are paying for in the 
franchise tee is the right to use an<i promote a name and 
identtflcution program. The value of this depends <m how 
well known the name and trademark really are. This factor 
is directlv related to marketing and vour judgement should 
lie guided by what you find out in Section E— Marketing. 
Two other areas ate also covered by this fee . . . initial 
training ami home office assistance. Training is covered in 
Section I)— lYainitig. and Section F— Home Office Sup- 
port. Ask the opinitm of your lawyer and accountant and 
make sure you are getting true value for the fee. There are 
many g<K)d franchises that have no fee and others who will 
consider negotiating the fee. 

d. Sert'ices— Are you paying for home office services as part 
of the initial franchise cost. If so. what are they? Find out 
what specifically you will get. Included here shcmld be 
complete operating manuals on all phases of the operation. 
These should be updated as required. Also, is on the spot 
assistance of "home office experts" available? If so, who, 
when, what, how long, etc. In addition, find out whether 
ot not the franchisor offers a computerized accounting 
svstem. Accounting is a costly and time consuming chore if 
you have to do it yourself, so this service from the 
franchisor is a plus. 

e. Pryrfuff— Does the initial cost include an "opening" 
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inventory? Is the price fixed for this and reorder r Is the 
price ccMn|H'iitiver Can you buy elsewhere more cheaply? 
Are you (n^nniued to do so? Can you continue to do so? 
Get an itemized list including your rost and your eosi to 
your customers, Chvtk and see what percentage of your 
total initial cost can \w recovered bv the resiile of the 
inventory. Also iuipciriant in this evaluation is the cost to 
your customer: 

L Is the price competitive %vith ecjual picHlucts? 

2. Is the quality worth the price? 

3. Will the customer bt^ a rt*peat customer based on the 
equality of the prcnluct? 

f- Real Estate—How much of the initial money re(]uired is 
for the purchase of land and construction of your place of 
business? 

g. Equipment and fixtures^h the cost of start up ec]uipment 
and fixtures included in the initial costs? Does the ft-anchi- 
sor have an e(]uipment subsidiary from which you can 
purchase all ecjuipment* furniture^ and supplies at a 
favorable cost? Are they priced competitively? Could you 
save .mcmey buying them elsewhere? If so, can you? If all 
the supplies and equipment you need are not included in 
the package price then you must allow lor this in your 
personal start up costs. Personal service type franchises will 
usually recpiire only «)ffice furnishings; whereas fast fcKxI 
and educaticm franchises will usually require a physical 
plant and various types of equipment and supplies. 

h. Other — Alw^ays check to see if there are any unique 
features of the franchise. If so, are they part of the initial 
cost. Also, are there any ^'employee benefits." Scmie fran- 
chises include benefit programs of life insurance, hospital 
insurance* and retirement plans. 

i. h any of the initial cost refundable-^Stme franchises make it 
possible to get back the cost of the franchise fee if the 
franchise is successful and maintaiits a predefined sales 
volume. This is a g(K)d thing to l(K>k for ... it provides a 
real incentive for the franchisee to "stick with it" and 
•'follow the rules." If there is such a plan, find out exactly 
what it is and make sure it is covered in your franchise 
agreement. 
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S. HNANCINC 

a. Is part of thr initial cost to the franchisee financed— In most 
cases where the start up costs are high the franchisor will 
finance a portion of the cost. Usually they will require that 
you pay the franchise fee in cash. Then on the basis of an 
acceptable financial statement they will finance the balance 
of the start up costs. 

b. What is the interest raft'— Federal banking laws now 
require that the "cost of borrowing" be disclosed to the 
borrower. Find out what the interest rate is and check 
around and see if you can do better. Remember that many 
franchise companies have finance company subsidiaries 
whose business it is to lend money to the franchisee. Make 
sure they are competitive. Check your local bank. Also try 
the Small Business Administration and see if you can 
qualifv for a SBA loan. Get the best deal you can 'since 
every dollar you can save in interest is a profit dollar for 
ycu. 

4. FORECAST OF INCOME AND EXPENSES 

The forecast, the product or service to be sold, and the 
written agreement are the three most important areas that must 
be considered in the evaluation of a franchise. Evaluauon of the 
product has already been covered, the agreement will be 
discussed later in this section. Remember m computing tne 
forecast of income and expenses that this should be based on 
the experience of successful franchises and a couservative forecast 
of salt's. Don't be carried away by good looking figures that show 
amazing profits at the end of one or even two yrars. * 

a. Is a forecast of income and expenses pr< oided — Ask thi^ 
question and get a copy if the answer i.* yes. Ask youfr 
accountant to review it and if he does nor agree with the 
franchisor have him prepare one. Review t v» two opinion!;, 
with the franchisor and require that he pro ide reasonable? 
answers for the differences. Also check some current ^ 
franchisees and ask them the same que.tions. If the"' 
franchisor does not supply a valid forecast t f income and 
expenses in writing or if he cannot give reast nable answers 
to your questions, consider these as strong negatives against 
purchasing the franchise. 

b. Does the forecast relate to your market arfa— -This considera- 
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tion relates back u> the initial section and the question 
•*Nef*ded in your area/' It the need is there the chances are 
very g(H>d that the forecast can be projected to relate to 
your market. Make sure, however, that this is the case. 
Find out if the forecast is based on experience, if so make 
sure that the forecast you follow is based on a market equal 
in size to your own and compatible with the profile of your 
market demographics (average age, income, race, family 
size, property value, etc.). 

c. Does the forecast provide to meet your personal goats — Is there 
sufficient income so that you can meet expenses and 
payroll and at the same time pay yourself a salary that will 
support your family in- the way you want to? Only you 
know the answer to this. A gcHxl idea is to put the family 
budget cm paper. Start bv listing month by month all 
regular expenses. Then take annual costs such as medical, 
clothing, recreation, etc. and divide them equally assigning 
a pN[>rtion to each month. Thb gives you a monthly '*break 
even'' point for the family. What you will be doing is 
paying regular bills as they come up and building an 
escrow account for the annual type bills. Savings, when you 
are building your own business, will probably not be 
possible for awhile; but remember ever)* day you operate a 
successful business you are building an equity which will be 
your future. 

d. Does the forecast show an adequate return on investment^ln 
starting your own business you are investing in yourself. 
Like any investment you expect a return on the principal 
invested as well as safety of the principal See that the 
return you have set as your goal is there. (This is in 
addition to the money you take out as salary). 

e. Does the forecast prox^ide for adequate promotion and person^ 
nel — Sales to obtain orders and people to fill them are the 
key factors to the success of any business. One without the 
other can spell disaster. Make sure that there is adequate 
money assigned to the payroll and advertising promotion 
accounts. The latter will be covered in Section £— Market- 
ing. 

5- WHAT IS THE PROPER LEGAL STRUCTURE FOR MY 
COMPANY 

According to the Small Business Administration there are 
six points, in addition to tax considerations, that are significant 
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in determining the proper If gal structure. They are cost and 
prfKeclures in starting, size of risk, continuity of operations, 
adaptabilitv of atlininistration. influences of applicable laws, and 
attraction of additional capital. The SB A has an excellent 
pamphlet on this subject; write for Management Aid No. 80. 
"Choosing the Ugal Structure for Your Firm." Use your lawyer on 
determining the answer. 1 he following, again iumx the SB A Man- 
agement Aid. are the three main choices for legal structure. 

a. Proprietorship— -The easiest to begin and end. can have 
the most flexible purp<)se for its operations, needs no 
Ciovernment appr(»val. has business profits taxed as per- 
sonal income, and makes the owner personally lUble for 
debts and taxes. 

b. Partnerxhip— This is the simplest for two or more people 
to start and terminate, has the same flexibility of objective, 
has partners taxed separately, and makes all except limited 
partners personally liable for debts and taxes. 

c. Cor/w>w/iV>w— I his is the most formal of structures, oper- 
ates under State laws, has continuous and separate legal 
life, has its scope of activity and name restricted by a 
charter, has the business' profits taxed separately from 
earnings of executives and owners, and makes only the 
ctmipany (not the owners nor managers) liable for its debts 
and taxes. 

6. ARE ALL DETAILS COVERED IN A WRITTEN 
FRANCHISE CONTRACT 

This is the instrument that is the formal understandmg 
between the franchisor and franchisee. All the major points 
about vour franchise shcmld be spelled <mt here. Do not accept 
the "gentleman's agreement" from a representative of the 
franchisor ... get it in writing. Have both your lawyer and 
acc<mntant review the contract before signing. 

a. What to look for— Once again be guided by your lawyer 
and accountant but be sure to look for franchise fee; 
termination, selling, and renewal clauses; cooperative ad- 
vertising and promoticm funds; does franchisor patent and 
liability insurance protecticm extend to the franchisee; are 
the home office services spelled (mt; are all the details as to 
commissions, royahies. etc. spelled (mt; is the trainmg 
pr(»gram ami who pays for what spelled (mt; are financing 
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and finatu'ing details spelled out including repayment and 
interest: is the territory covered outlined, is it exclusive or 
nonexclusive, and can the franchisor or his representative 
sell direct in your area. 

N<He: the termination clause should be carefully reviewed to 
make certain that y«>u have a sufficient grace |)eri()d and that 
your rights as well as those of the franchisor are ^'presented. 

D. TRAINING 

One of the unique features of franchising is that it provides 
an opportunity for a person to enter a busliiess that is of 
interest to him but about which he knows nothing. The 
franchisor assumes the role of edycator and is responsible for 
the training and education of the franchisee and his staff. This 
training should be very concentrated at the start and should be 
continuing to keep the franchisee and his staff current and up 
to date as far as new products, techniques, methods of 
operaticm. etc. 

1. INITIAL TRAINING 

This is the critical area. What does the franchisor provide 
in the way of a training school to teach you the business of your 
franchise, how to operate your business, how to recruit and 
train personnel, etc. In other words a "how to" course. Usually 
this training is of a formal nature and conducted at the home 
office. 

a. Duration— This of cour.se depends on the franchise and 
how complicated the business is. It can range from one day 
to two mcmths. How long is your initial training program? 
Equally important here is what happens after you have 
"graduated." Are you sent home to run your business; or 
does a field representative work with you at home to give 
you "cm the job training" and guide you as you start out. If 
"on the job" assistance is not provided by the franchisor 
this «houid be considered a negative. Remember here that 
while you are gcme from home you will not be generating 
any income. There are, however, some franchises that pay 
you while you learn. This should be the case when the 
training period is quite Icmg. 

b. Cost — ^This should be part of your franchise contract. 
Usually your franchise fee includes the cost of training, 
supplies, and vour perscmal expenses while training. Check 
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and make sui-e that this is the case. See that everything is 
tovereti inthHiing ttans|)<)rtati«)n, uwm and board, as well 
as training and supplies. 

c. Curricultm—W'hAt is include»l in the training program? 
The franchisor should be able to provide you with a 
training schedule so that you can see what is included. If 
vou aif dealing with a reputable franchisor you will have 
no problem here since the success of your business, and 
therefore his. is <letermined by how well you know your 
business. Also, as was pointed out before, successful 
franchises follow a prescribed program and you tan only 
learn the pn)gram through training. Make sure that the 
following is covered: franchise operations, sales, finance, 
promotion, personnel, management, manufacturing and 
maintenance (if franchise includes this), and training. 

d. Staff Training— h\ many franchises you will be hiring 
employees who have to be trained. Usually this becomes 
the job of the franchisee and field trainers of the franchi- 
MM. Very seldtm. does the franchisor provide employee 
training at the home office. There are exceptions to this of 
course. Check and find <iut which is the case with your 
franchise. If the job bectjmes y<iurs there are two things to 
find out . . . do you get assistance from the home office in 
the form of a field represer aive to help with the training 
and what is the training program provided. Training is not 
as difficult as it may s<mnd. Most franchisors have "canned 
training programs" which are either on film or film strip. 
The franchise package usually includes all that is needed to 
run the program including projectors, record players, 
manuals, samples, etc. Find out exactly how this will be 
handled and what you will get. 

2. CONTINUING TRAINING 

You have to stay up to date to get ahead. It's as simple as 
that. Ihings change every day and your success depends on 
how current voui business is. F<ir example, if you have a fast 
food outlet and teen age fads change to the point that what you 
offer is no hmger "in." what do you do? 

Once again y«m l<M)k to the franchisor to keep you and your 
staff up to date thnmgh c<mtinu<ms training. 

a. Program— What is the specific program of continuous 
training. Is there a formal "refresher ctiurse" for franchise 
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principals? Arc the siafl* training programs up<late<l regu- 
larlyr Are there seminars? Is there a constant flow of hotne 
oiitce educational materials? Recjuest samples. 

b. Cost — What is the cost ot the continuing pt^)gram? Is it 
part of the franchise package or <1ch*s it cost additional? 

c. MateriaL\~\ou should be given a (otnplete list ot training 
materi;Us as well as an outlinhig o\ Ixuh initial and 
continuing trainitig progratns. 

Suggestion: When you interview present nd past franchisees, 
include training in vour line of ({uestioning. Find out it the 
fratuhisor provides the training he promised at the time of 
signing the contract and is the training eftet tive and complete? 

MARKETING 

rhis is the lifeblcMK) of ycnir franchise <mce vou are in 
business. How you market, or sell, ycmr prmluct or services is 
important because it determines size of staff, capital required, 
and most important of all the type of work you will \yv <levoting 
ycmr future to. It is important that y<m understand how y<m will 
market \our prcKiucts or services. In scmie cases you d() selling 
only, the franchisor provides the leads; in other cases it is up to 
the franchisee to generate leads and follow up on them. Also 
important is who will be your prospects and customers. 

U HOW IS THE PRODUCT OR SERVICE SOLD 

There are different meihrKis of selling. For example, a 
cosmetics franchise tuighi re<}uire cold canvass, uiM)r*to-d(H>r; a 
technical school franchise would probably be in*h(mie by 
appointment; a bill collecting agency will probably be a combi- 
nation of direct mail and telephcme; fast fcMxi cmtlets and other 
retail franchises would be in-store sales; and most tVanchist»s 
selling to business executives would involve selling at the 
prospect's place of I^^usiness by appointment. Which of thtse, or 
possibly a combination of two or tnore, is the selling method of 
your franchise? 

2, HOW DO YOU GET THE SALES LEADS 

This takes various forms. In some cases the tVatichisor 
through natiotial advertisitig, public relations, and direct mail 
generates all the leads and turns them over to the franchisee for 
followup. The other extreme is that the franchisee has to secure 
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his own leads either with or without cooperative advertising 
support fnjtn the franchisor. (If this is the case, is it provided 
f<»r in the forecast?) An iniportunt thing to remember is that a 
saiisified customer is yt)ur best advertisement. There should be a 
technique to get referral prospects from your satisfied cus- 
tomers. Other methods of securing sales leads are telephone 
st»licitation and trade show b<H)ths. Trade show attendance is 
usually handled by the franchistir or a distributor. 

3. WHO ARE THE PROSPECTS FOR THE PRODUCTS 
OR SERVICES 

It is imperative thai you know who your prospects are. In 
most businesses an accurate rule of thutrib i;> 20 piercent of your 
customers account for 80 percent of your busmess. You need to 
know who that 20 percent is for your franchise. In consumer 
products the profile of your best customer will probably be 
described bv age. sex. and income; whereas your best business 
customer would be described by type of business, annual sales 
volume, number of employees, and tide of purchaser. Ask for a 
profile of the prospect. If this informatum is not available it shcmld 
be viewed as a negative. 

4. WHAT IS THE NATIONAL ADVERTISING PROGRAM 
OF THE FRANCHISOR 

The answer you get to this questicm depends on the way you 
ask it. Most franchises are sold via ads much like the one you 
probablv answered. Many franchisors will include the franchise 
sales advertising program as part of the answer to h(v.v much 
they are spending in advertising. Others will include tlie dollar 
value of publicity appearing in newspapers, magazines or on 
radio and TV. What you want to know is what is the natumal 
advertising program promoting the pnuiucts or services of the 
franchise to the prospective customers. Public media such as 
televisicm. radio, newspaper, magazine, and outdoor are impor- 
tant to the visibility of the product and franchise trademark. 
Remember the franchise fee you pay is for the use "f these; and 
therefore make sure they are properly and effectively pro- 
moted. Direct mail if it is local or supporting franchise sales 
should not be umsidered as part of the national program. 
Samples of the naUonal advertising should be available to 
prospective franchisees. You shcmld find out where the advertis- 
ing runs so that you can l(M>k for it and form your own opinion 
as to its effectiveness. 
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5. WHAT KIND OF ADVERTISING AND PROMOTION 
SUPPORTIS AVAILABLE FOR THE LOCAL FRANCHISEE 

This is the Icual advertising and promotion program in 
support of your franchise in your market. This should be an 
extention of the national program* . .make sure it is. For this 
reason the franchisor should supply packaged programs for 
ytmr use. These programs should include ad mats, radio stripts, 
TV comtnercials, sample media programs, direct mail programs, 
point of purchase material sample publicity releases and 
accompaning photographs, etc. Refer to the section on finance 
for a discussion of co-op advertising. The establishment of vour 
business is news. Does the franchisor provide plans for a grand 
opening; including advertising, publicity, etc. Ask to see a 
sample kit. 

6. SHOULD YOU HAVE AN ADVERTISING AGENCY 

Probably not because part of the franchise package should be 
a tested advertising program along with complete instructions as 
to how to implement it. You should get some assistance from 
the franchisor's field man and possibly his advertising agencv. 
In some cases, particularly in larger cities, the national advertis- 
ing agency of the franchisor might have a branch office in your 
city. If this is the case, you can probably get assistance from 
them at no cost other than the nomial cost of the advertising 
j^pace or time. Check with the franchisor to see if this assistance 
comes from, the field man or the advertising agency. 

V. HOME OFFICE SUPPORT 

Even though you will be in business for yourself your success 
is tied direcdy to the franchisor and therefore you should look 
to your home office as a branch manager of a company would 
look to his home office. For the most part the home office of 
the franchisor will consist primarily of people as opposed to 
manufacturing faciliues, warehousing, etc. You will probably 
find that the number of home office personnel might seem low 
when compared to companies with company owned distribution 
systems. It is important to keep in mind, therefore, that it is not 
quantity but quality thai is important to you. For example, a 
Technical school franchise would be expected to have persons on 
staff who have backgrounds in education; also there should be 
education experts sening either as directors or consultants. In 
this section therefore you want to find out the qualifications of 
the franchisor in respect to the product or service of the 
franchise. 
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L PRINCIPALS AND DIRECTORS 

a. PrincipaLs—\Nho are the key persons in the day to day 
operation of the business? What are their backgrounds and 
accomplishments? !f all have fmancial and or sales back- 
grounds and no particular experience in the field of the 
franchise this should be considered a negative. Look for 
sound business and financial experietue and a depth <>f 
expertise in the business of the franchise. For example, if 
the franchise is in the automotive field you would expect to 
find that some of the principals came frt>m automotive 
companies. If the franchise is in the motel field you would 
expect experience from one of the major motel chains. 

b. Dirwfors— Who are the membetii <jf the board of direc- 
tors? These board members usually serve without pay and 
many times are majority stockholders. What you are 
looking for are directors who have backgrounds related to 
the business of the franchise. The more the better for you. 
Also it is always good to find the following on the board: 
officer of a bank, professtir of a university, and officers of 
major companies. 

2. CONSULTANTS 

a. Con5M/tent$— Somewhere in between the principals and 
the directors fit the consultants. These are people who are 
specialists in specific fields and sell their services on a 
retainer basis to companies needing strength in the particu- 
lar area the consultant serves. There are transportation 
consultants, medical consultants, marketing consuUants, 
management consultants, etc. Check and see if the franchi- 
sor has "beefed up home office capability" with any 
consultants. Find out who they are and a little bit about 
them. 

S. SERVICE DEPARTMENTS 

a. Service departments — ^These departments are what the tiile 
savs. . .service. They are in existence to be of service to 
the franchisee so it is in your best interests to find out what 
they are, who is in charge, what is his background, and the 
specific services they provide. Other sections have covered 
what services you may want. Critical departments to look 
for are: finance and accounting, advertising and promo- 
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lion, sales and marketing, research and development, real 
estate, construction, perscmnel and training, manufactur- 
ing, and o|K'rations. In addition to the departments 
covered earlier two others mentioned above are ver>- 
important. Research and Development is the lifeblcKid to 
any organization since it is charged with plotting the future 
of the product or service line. This should be an active 
department with an adecjuate budget. Also the operaticms 
department (many other names are assigned to this) with 
which you will have much of your ccmtact is most 
important. Ihis is the department that is charged with the 
responsibility of liaiscm between franchisor and franchisee. 
In the case ol a distributor set up, rhc distributor works 
through the operations department and the local franchi- 
see thnmgh the distributor. In any event make sure that 
there is a clear channel of ccmimunicadcm between you and 
ycmr distributor or franchisor. 

4. FIELD SUPPORT 

a. FieM Support— T\m is covered in the secticms on training 
and marketing as it relates to those specific subjects. What 
ycm want to find out is specifically what you get in terms of 
help at your place of business from the franchisor. You will 
note that most franchise package benefits mention field 
support, but the cjuesticms are when, how often, who, what 
does he do. It would be go<Ki to get the name of this 
perscm and talk to him to get an understanding of what he 
really cari do for you. 



CHAPTER 3 

FRANCHISE PROFILE 



The questions of Chapter 2 are repeated here without the 
dbcussion. When these questions are answered, they will form 
the profile of the franchise that you are evaluating. Before you 
actually hegin to prepare the profile of a specific franchise, read 
through Chapter 3 and relate the questions to the correspond- 
ing discussion in Chapter 2. Then, try to determine what you 
need in a franchise. 

As you read through the questions, you will notice that some 
of them will require you to do a little homework before you can 
effectively evaluate a franchise. For example, you must know 
what your personal living expenses are before you can deter- 
mine if the forecast of profits is sufficient. Depending on how 
much you know about the business of the franchise, you will 
have to think about what you will need in a training program. 
You might also think about and make decisions about huw 
much capital you have and what financing you will need. 

On the other hand, some questions must be researched before 
you can evaluate them. For example, the franchisor must supply 
the names of franchisees that failed. Chapter 2 suggests three 
sources of information for the reasons why the franchisees 
failed. Also, the answers to some questions must be weighed 
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against the entire package. What you will need in advertising 
win depend on the type ctf prcxluct. the area to be serviced, etc. 

As you prepare your prof ile, note that the questions become 
increasingly more specific. An early negative reply to one of the 
more genera) questions might carry enough weight to discour- 
age further consideration of that franchise. Be aware of this 
possibility and you may save ccmstderable time and effort in the 
information gavhering stage of the evaluation. It is suggested that 
you make a copv of Chapter 3 for each franchise you intend to 
evaluate. By havmg a similar format for each franchise profile, it 
will be easier to compare them. 



FRANCHISE INDEX/PROFILE 



A. FRANCHISE—GENERAL (see pages 5 to IS of Chapter 2) 

1. IS THE PRODUCT OR SERVICE; 

Yes No 

a. Considered reputable 

b- Part of a gwwing market 

c. Needed in your area 

d. Of interest to you 

e. Safe 

Protected 

Covered by guarantee 

f. Carry the name of a well known persor ility 

Sound franchise without well known personality 
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2. ISTHF FRANCHISE: 

a. L(Kal 

Regional 

National 

International — 

b. Full time 

Part time 

Full time possible in future 

3, EXISTING FRANCHISES: 

a. How long was the company in business before the first 
franchise was awarded? years. 

b. What date was the company founded and what date was 

the first franchise awarded? Company founded 

First franchise awarded 

c. Number currently in operation or under construction? 
Information on those to contact: 



Franchise #1: Owner 
Address 



Telephone 
Date Started 
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Franchise #2: Owner 
Address 



Telephone 
Date Started 

Franchise #3: Owner 

Address 



Telephone 
Date Started 

Franchise #4: Owner 

Address _ 



Telephone 

Date Started , 

d. How many franchises are planned for the next 12 
months (not including those awarded and not yet in 
operation)? 

4. WHY HAVE FRANCHISES FAILED? 

a. How many franchises have failed? How many of 

these have been in the last 2 years? , 

b. Why have franchises failed? 



Franchisor Reasons: 



Better BustnesiH Bureau Reasons: 



Franchisee: 



5. FRANCIHISK IN LOCAL MARKK T AREA 
a. Has a franchise ever been awarded in this area? 
If so and if it is still in operation: 

Owner , 

Address ■ 

'IVlephone Date started — 

If so and if it is no longer in operation: 
Person involved — 

Address ^ _— — 

Date Started Dale ended 

Reasons for failure 



How many incjuiries have you had for your franchise 

from mv area in the past 6 monthsr 

6. VVHA I PRODUC I OR SERVICE WILL BE ADDED TO 
FRANCHISE PACKA(;F:r 

a. Within 12 months? 



1- Within 2 to 5 yeai-sr 



?• COMPETITION? 
a. What iH niy cc>m|H'titicin? 



8. ARE ALL FRANCHISES INDEPENDENTLY OWNED? 

a. Of the total outlets, are fraiichisedt and 

are company owned* 

If some outlets are company owned did they start out 

this way or were they repurchased from a 

franchisee . Date of most recent company 

accjuisition , 

9, FRANCHISE DISTRIBUTION PATTERN: 

a. Is the franchise exclusive or mmexdusive 



b. Is the franchise a distributorship or a dealership 

• If it is a dealership who is the distributor in my 

area: 

Name 

Address — — ~ 

How long has he been a distributor . — 



10. FRANCHISE OPERATIONS: 
a and b. What facilities are required and do I lease or build* 

Operated out of home 

Build Lease 

Oftice 

Building 

Manufacturing facility > 

Warehouse . 



c and d. Getting started. • -who is responsible for what? 

Franchisor Franchisee 

Feasibility Study 

Design 

Construction ~ 

Furnishing — 

Financing 

B. FRANCHISE COMPANY (tee pages 13 to 15 of Chapter 2) 

1. THE COMPANY: 

a. What is the name and address of the paren^ company if 
different than the franchise company: 

Name — 

Address — — 

b. Is the parent company public or private 

c. If the company is public where is the ^ock traded: 

New York Stock Exchange 

American Stock Exchange 

Over the Counter 



d. If the company is private the president 

is^ . The following bank can be 

used as a reference: 

Name ^ — 

Address 

Person to contact — 

C FINANCIAL AND LEGALt (see pages 15 to 21 of 
Chapter 2) 

I. WHERE TO GET ADVICE: 
a» Lawyer 

Name 

Address 

Telephone ^ 
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b. Financial 
Name 



Address 

Telephone 

c. Management 
Name 



Address - 
Telephone 



!. TOTAL FRANCHISE COST: 
a» How much money do I have to have to get started? 

Ii^em Amount 
Franchise start up (2b) $ 



First year operating 

First year personal $. 
TOTAL $. 



b. thru h. What do I have to pay the franchisor to get 

started? $ 

Basis of cost: 

Item Amount 



Franchise Fee 


$ 


Services 


$ 


Product 


$. 


Real Estate 


$ 


Equipment 


$. 




$. 



€• Is any of the initial franchise cost refundable? 
If so, on what basis? 



3. FINANCING: 

a. U |>art ot the inithil cost the franchisee financed? 

. U so how much $ , this 

represents 9c of the total initial cost. 

b. What is the interest rate? 7c. When does 

financing have to be paid back? , 

4. FORECAST OF INCOME AND EXPENSES: 

a. Is a forecast of income and expenses provided? . 

Is it: 

based on actual franchisee operations? 

based on a franchisor outlet? . 

purely estimated? . 

b. thru e. If a forecast is provided does it: 

Yes No 

Relate to your market area 

Meet vour personal goals 

Provide adequate return on investment 

Provide for adequate promotion and personnel 

5. WHA I IS THE BEST LEGAL STRUCTURE FOR MY 
COMPANY? 

a. thru c. 

Proprietorship 

Partnership 

Corporation 

6. are all details covered in a written fran- 
c:hise contract? 

Yes No (get copy for lawyer and accoun* 

tant review) 

a. What to look for— are these included? 

Yes No 

Franchise fee 

Termination 

Selling and renewal 

Advertising and promotion 

Patent and liability protection 

Home office services . .. 

Commissions and royahies 

Training 

Financing 

Territory 

Exclusive vs nonexclusive 
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D« TRAINING (see pages 22 to 24 of Chapter 2) 



i. INITIAL TP^iNiNG: 

a. Does i 1 7Cr»isor provide formal initial training? . 

If so how lo.ig does it last? . 

b- Cost 

Yes No 

Included in franchise tost 

Includes all materials 

Includes transportation 

Includes room and board 

If not included in franchise cost what is total cost 

including all outlined above? $ * 

c. What docs the training course include? 

Yes No 

Franchise operations 

Sales 

Finance 

Promotion 

Personnel 

Management 

Manufacturing and maintenance 

Training 



d. How do you train your initial staff? Is a training 

program provided? * Does the franchisor make 

available a staff member from the home office to assist? 

. What materials are included in the staff 

training program? 



2. CONTINUING TRAINING: 
a. thru c. What is the continuing program? Is there any 

cost? . If so how much $ • Are 

there any special materials or equipment required? 

• If so what? • 

What is the cost to the franchisee? S 



E. MARKETING: (see pages 24 to 26 of Chapter 2) 

L How is i\\v pKMluc l or siM vice sold? 

Yes No 

In home — appointment 

In home — cold 

Telephone 

In store or plac e ot business 

At business — ap{K>intment 

At business — cold 

Mail 



ii» How do you get the sales leads 

Yes No 

Franchisor 

Franchisee 

Both 

Advertising 

Direct Mail 

lelephone 

Trade Shows 



3. Who are the prospects for the products or services? 
Outline a brief" profile: 



4. What is the national advertising program of th' franchi- 
sor? 

a» What is the national advertising budget? 

S 

b. What are the primary advertising media? 

Television 

Radio 

()utdfM>r 

Newspaper 

Magazine 

Direc t Mail 

5. What kind of advertising and promotion support is availa- 
ble for the local franchisee? 

Yes No 

Is a packagecl advertising program available? 

Is there a co-op advertising program? 

Is there a grand opening package? 

6- Should you have an advertising agency? 
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F. HOME OFFICE SUPPORT (see pages 26 to 28 of Chapter 
2) 

I, PRINCIPALS AM) DIRKC IORS: 
a. \Vlu> are the key |H*rsc>ns in the clay to day operation o!" 
the business: 

Nanu- liile Batkmound 



b. \Vh«» are the <Ureitors (do not inchide those from a. 
alK)ve)? 

Name Business Assoi iation 



2. CONSt'LI ANTS: 
a. Who are the tonsuhunts to the company? 

Name Business vSpec ialty 
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3. SERVICE DEPARTMENTS: 

a. What wrvic e cieparttnents do you have? Yes No 

Finance ami accounting 

Advertising and promotion 

Sales and marketing 

Research and development 

Real estate 

(«cmst ruction 

Personnel and training 

Manufacturing and operations 

Purchasing 



4. FIELD SUPPORT: 
a. Do you have a field man assigtied to working with a set 

number of franchises? 

Who would be assigned to my franchise? 

How many other franchises is he assigned to? 

May I contact him? 
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APPENDIX A 



FEDERAL TRADE 
COMMISSION AND 
FRANCHISING 

It 1$ obvious that because of the impact of franchising on the 
U. S. economy and the alarming number of complaints to the 
Federal Trade Commission and other consumer protection 
agencies about the questionable practices of some franchisors 
that the franchise industry will receive some sort of regulation 
by the Government in the very near future. The Federal 
Trade Commission and other Governmental bodies have pub- 
licly expressed their concern over the increasing number of 
complaints about certain franchisors. 

An important step in Governmental reguladon and aid in 
addition to the study commissions now underway was the 
issuance recently of a Consumer Bulletin on franchises by the 
Federal Trade Commission. You may obtain a free copy by 
wriung for Consumer Bulletin No. 4, "Advice For Persons Who 
Are Considering An Investment In A Franchise Business/' 
Federal Trade Commission, 6th St. and Pennsylvania Ave. 
N.W., Washington. D.C. 20580. 
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The following is a summary fnm\ ihis bulletin as to **What 
steps can you take to protect yourself as a prcxspective f ranchi- 
see?** 

A. Don*t be rushed into signing a contract or any other 
documents relating to a franchise promotion. Be wary of 
pressure for an inmiediate contract closing for the alleged 
purpose of precluding others who are supposedly waiting to 
take the territory if you delay. Dcm't make any deposits or down 
payments "to hold a franchise open** or "to demonstrate good 
faith" or for any other reason, unless you are absolutely certain 
about your decision to go ahead with the franchise arrange- 
ment. Remember, reputable firms don*t engage in high-pressure 
sales tactics. 

B. Find out all you can about the franchise. View the 
franchise proposal in the light of this pamphlet and resolve all 
areas of uncertainty before making a decision. Ask the franchi- 
sor for some names and addresses of his franchisees. No 
reputable franchisor will object giving you this information. 
Personally contact a representative number of these franchisees 
and discuss all aspects of the operation. Have they realized all 
the promises made to them by the franchisor? Has the 
franchisor met his contractural obligations? 

C. Call your local Better Business Bureau. Ask for a 
business responsibility report on the franchisor-promoter. The 
Bureau*s report may help you determine if the promoter is 
legitimate and if complaints have been received from others. If 
your local Better Business Bureau has no information on the 
franchisor, contact the National Better Business Eureau, 230 
Park Avenue, New York, New York, 10017. 

D. Be certain that all terms of the agreement are set forth 
in a written contract which is not oppressive in its requirements 
upon you or unfairly weighted in the favor of the franchisor. 

£. Consult a lawyer and have him review all aspects of the 
agreement before you sign the contract or any papers relating 
to the franchise. This may turn out to be the soundest 
investment you could have made. 

F. If you have a complaint about a deceptive franchising 
practice, contact your local or state consumer protection agency 
and the Federal Trade Commission. While the Commission can*t 
personally assist you in recouping losses you may have suffered, 
it will be able to prevent other prospective franchisees from 
being deceived in the same manner. 
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APPENDIX B 



INTERNATIONAL 

FRANCHISE 

ASSOCIATION 



The International Franchise Association (IFA), with executive 
offices at 1025 Connecticut Avenue. N.W., Washington, D.C., 
20036, is a not-for-profit association which is an industry 
organization of franchisors. Currently there arc more than 150 
companies that arc members of this association. 

The association has two major membership categories of 
interest to the prospective franchisee: Member and Associate 
Member. 

Any person, firm or corporation engaged in franchising as a 
franchisor is eligible to be a Member of the Association if it: 

(1) has a net worth of at least $200,000.00; 

(2) has been in business for at least two years; 

(3) has a satisfactory financial condition; 
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(4) has at least ten franchisees of individual units or three 
area franchisors if that is its method of operation; one of which 
shall have been in operation at least two years; 

(5) has complied with such sute and federal full disclosure 
requirements as may be applicable; 

(6) has satisfactory business and personal references* 

Any person* firm or corporation that desires or intends to 
engage in franchising as a franchis€>r, or is engaged in 
.franchising as a franchisor but is not yet eligible to be a Member 
is eligible for Associate Membership in the Association if it: 

(1) has satisfactory business* financial and personal refer- 
ences; 

(2) has complied with such state and federal full disclosure 
requirements as may be applicable. 

Associate Members are not permiued to ustf the Association's 
seah 

The importance of this organization to the prospective 
franchisee are the I FA Code of Ethics first developed and 
adopted in 1960« and the AsscKiation's Ethical Advertising 
Ccxie. According to the Application for Membership in the IFA 
the following pertains to the (^odes: 

•in making applkatton, the applkant hcrebv ccnifies that it has read and 
understands the C>>de of Ethics and Ethical Advertising Ckidc of the 
Association* that the applicant's business is conducted in aaordance with 
said Codes and that it will continue to be so conducted throughout the 
duration of the applicant's membership. It is understood that membership 
m the IFA is cc)n€rttional upon adherence to the Codes and that membership 
may be either suspended or terminated by the IFA Board of t>irectors for 
failure to comply with either of the said Ckides.** 

It is worth a letter to the IFA requesting a copy of the 
International Franchise Association Membership Roster to de- 
termine whether or not the franchise you are interested in is a 
member. The codes themselves are reassuring. 
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INTERNATIONAL FRANCHISE ASSOCIATION 
CODE OF ETHICS 



PREAMBLE 

A Code of Ethics Is a statement of the rules of good business 
conduct. It is struaured on the principles that the conduct of 
one person necessarily affects others; that the common good 
must* always be a prime consideration in decisions made and 
action taken; and that no man should act in disregard of the 
rights of others. 
This Code of Ethics recognizes: 

That the relationship between a franchisor and his franchi- 
sees is necessarily comprehensive, covering a wide area of 
activities, and of mutual and reciprocal obligations and 
responsibilities; 

That franchising is an economic technique of distribution 
and not an industry and therefore embraces many indus- 
tries, each with its own unique attributes; and 

That the primary objective is to serve properly and 
effectively the ultimate user or consumer of the franchising 
company's pnxlucts, g(K>ds, system or services. 

To assure the enhancement of mutual trust and confidence in 
the franchise relationship and in the franchise system of 
distribution, and being ever mindful of the public welfare, we, 
the members of the 

INTERNATIONAL FRANCHISE ASSOCIATION, 
do hereby adopt and subscribe to this Code of Ethics: 

THE CODE 

I The Associations Ethical Advertising Code shall govern 
f he advertising practices of members. 

H No member shall sell, offer for sale, or distribute any 
product or reader any service, or promise the sale or 
distribution thereof, under any representation or condition 
(including the use of the name of a "celebrity") which has 
the .endency, capacity, or effect of misleading or deceiving 
purchasers or prospective purchasers. 

in No member shall imitate the trademark, trade name, 
corporate name, slogan, or other mark of identification of 
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another franchisor in any manner or form that would have 
the tendenc y or c apacit> to mislead or deceive. 

IV The soHalletl pyramidal distribution system is inimitable to 
the interests of the consumer, the distributor, and the 
franchise concept* and no member shall engage in this 
method of doing business 

V Full and accurate wricten disclosure of all information 
material to the franchise relationship shall be given to 
prospective franchisees within a reasonable time. prior to 
the execution of any binding dcnument. 

VI The franchise agreement shall set forth clearly the respec- 
tive obligations and responsibilities of the parties and all 
other terms of the relationship«and be free of ambiguity. 

Vn The franchise agreement and all* matters basic and mate- 
rial to the arrangement and relationship thereby created 
shall be in writing and executed copies thereof given to the 
franchisee. 

Vni A franchisor shall select and accept only those franchisees 
who* upcm reasonable investigaticm, possess the basic skiUs. 
education, personal qualities, and adequate capital to 
succeed. There shall be no discrimination based on race« 
color, religion, national origin or sex. 

IX A franchisor shall exercise reasonable surveillance over the 
activities of his franchisees to the end that the contraaual 
obligations of both parties are observed and the public 
interest safeguarded. 

X Fairness shall characterize all dealings between a franchi- 
sor and its franchisees. A franchisor shall give notice to its 
franchisee of any contractu d breach and grant reasonable 
time to remedy default. 

XI A franchisor shall make every effort to resolve complaints, 
grievances and disputes with its franchisees with g(K>d faith 
and good will through fair and reasonable direct commu- 
nication and negotiation. Failing this, recourse should be 
made, if possible, to arbitration, with^ litigation pursued 
only as a last resort. 



INTERNATIONAL FRANCHISE ASSOCIATION 
ETHICAL ADVERTISING CODE 



INTRODUCTION 

This Kthkal Advertising Ccnir is picinistul u|X)n the follow ing 
principles: 

# An acl\ertisenient in \vhatr\er lorni presented, published 
ov disseminated^ nuist considered in its entirety and as it 
would Ih' read and understcMHl by those to whom direi ted, 

# An advertisement as a whole may be misleading ahhough 
each sememe thereof, sefwratelv considered, may be liter- 
ally true. This may resuh irom omitting to state what 
should be stated or purposefully slanting what is stated in a 
way calacidated to mislead. 

# An advertisement, considered in its totality should be free 
from ambiguitv. 

I he CcKle is not intendtnl to serve as a comprehensive statement 
respecting the detailed content of advertisements; nor is it 
intended to (over every possible situation which may arise 
regarding what is or is not ethical advertising. In essence, it 
emphasizes (ompliance with applicable law, fidelity to truth, and 
avoidance of deception. 

COVERAGE 

The <lode shall apply to all forms* types and manner of 
advertisements, including (but n«)t limited to) direct mail, 
newspaper. maga/ine« radio, television, placard, hnnhure, and 
display sign. 

APPLICATION 

Each member of the Asscniation subscribes to the principles 
upon which the CcKle is based, and shall, as a condition of 
memlHTship. comply therewith. 

THE CODE 

L All advertisements shall ccmiply, in letter and spirit, with 
all applicable rules, regulations, directives, guides and laws, 
promulgated by any governmental body c»r agency having 
jurisdiction %\ith respect thereto. 



!!• An advrriisenieiu containing or making reference* directly 
or inditcHtlv\ to performance records, figures or data 
respecting inccnne or earnings of franchisees, shall be 
factual and. if necessary to avoid deception, accurately 
c{ualii1ed as to geographical area and time pericKis covered. 

IIL An advertisement ctmlaining informaticm or making refer- 
ence to the cost of a franchise or its investment require- 
ments shall be as detailed as necessary to avoid being 
misleading in any way and shall be dedniie and specific with 
respect to whether the stated amount(s) is a partial or the full 
cost of the franchise, the items paid for by the stated 
amount(s)« fmancing rec|uirements and other related costs or 
investment charges. 
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APPENDIX C 



SMALL BUSINESS 
ADMINISTRATION 

In addition to the franchisor the franchisee or prospective 
franchisee has an equally competent source to turn to for aid 
and assistance. The Small Business Administration (SBA) is an 
independent government agency whose sole purpose is to help 
small business. This agency through its 89 field offices (listed 
bter in this appendix) offers financial and management assist- 
ance, aid in obtaining government contracts, counseling services, 
and more than 300 publications covering successful practices in 
every small business field. Much of this is free of charge. 

A go<xl place to start when you are considering a franchise is 
the SBA regional office nearest you. A phone call will bf!ng you 
a copv of the basic pamphlet "SBA— What It Is. What It Does." 
Study i* and visit your regional office to discuss with them your 

requirements. ^ , „ . 

You wiU find the SBA has both free and "for-sale publica- 
tions (minimum cost). The free publications include: Af^mi^gf- 
mmt Aids For SmaU Mant^acturers— facts on significant 
developments in such fields as materiab, processes, equipment 
and maintenance; Stnall Business Bibtiographies— reference 
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sources for business owners and managers and prospective small 
businessmen; and Small Marketers guides for retail* whole- 
sale* and service firms. 

Among the **for-sale** publications are Small Business Manage- 
ment Sfrifi— booklets by recognized authorities in their fields on 
specific management subjects; Starting and Managing Series — 
booklets on general gcxKl practices in starting and managing a 
business* and other booklets on starting and managing specific 
kinds of businesses; Small Business Research Series-studies of 
small business problems. 

Other services available to small businessmen via the SBA; 
SBA Loans* Economic Opportunity Loans* Economic Develop- 
ment Loans* Disaster Loans* Lease Guarantee Plan* Small 
Business Investment Companies* SCORE (Service Corps of 
Retired Executives)* Management Courses* Conferences* Work- 
shops* Clinics, Fogeign Trade* Technology Utilization* and 
Government Procurement Assistance. 

A franchisee is a small businessman. Use the SBA to your 
benefit and profit* that*s what its there for. o^art today by 
contacting the regional office nearest you. 
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SMALL BUSINESS ADMINISTRATION 
FIELD OFFICES 



Agana, Guam 
Albany, N Y. 
Albuquerque, N\ Mex. 
Anchorage, Alaska 
Atlanta, ua. 
Augusta. Maine 
Baltimore, Md. 
Birmingham, Ala. 
Boise, Idaho 
Bust<m, Mass. 
Buffalo, WY. 
(Jasper, Wyo. 
i:harleston, \V. Va. 
Charlotte, N.C. 
Chicago, III 
Cincinnati, Ohio 
Clarksburg, W. V?. 
Cleveland. Ohio 
Columbia, S.C. 
Columbus, Ohio 
Concord, N.H. 
C^orpus C^hristi, Tex. 
Dallas, Tex. 
Denver, Colo. 
Des Moines, Iowa 
Detroit, Mich. 
Eau Claire, Wis. 
Elmira, N.Y. 
El Paso, Tex. 
Fairbanks, Alaska 
Fargo. N. Dak. 
Fresno, Calif. 
Gulfport, Miss. 
Harhnffcn, Tex. 
Harrisburg, Pa. 
Hartford, Conn. 
Hato Rev, P.R. 
Helena, Mont. 
Holyoke, Mass. 
H'^riolulu, Hawaii 
Houston, Tex. 
ndianapolis, Ind. 
^ ackson. Miss. 
* acksonville, Fla. 
Kansas City, Mo. 



Knoxvitle, Tenn. 
Las Cruces. N. Mex. 
Las Vegas, Nev. 
Little Rock, Ark. 
Los Anjzeles, Calif. 
Louisville, Ky. 
Lubbock, Tex. 
Madison, Wis. 
Marquette, Mich. 
Marsnall, Tex. 
Memphis, Tenn. 
Miami, Fla. 
Milwaukee, Wis. 
Minneapolis, Minn. 
Montfjelier, Vt. 
Nashville, Tenn. 
Newark, N.J. 
New Orleans, La. 
New York, N.Y. 
Oklahoma City, Okla. 
Omaha, Nebr. 
Philadelphia, Pa. 
Phoenix, Ariz. 
Pittsburgh, Pa. 
PorUand, Oreg. 
Providence. RJ. 
Rapid City. S. Dak. 
Riciimona. Va. 
Rochester. N.Y. 
St. Louis, Mo. 
Salt Lake City, Utah 
San Antonio, Tex. . 
San Diego, Calif. 
San Francisco, Calif. 
Seattle. Wash. 
Sioux Falls, S. Dak. 
Spokane. Wash. 
Springfiekl, III. 
Syracuse, N.Y. 
Tampa, Fla. 
Washington, D.C. 
Wkhita, Kans. 
WUkes-Barre, Pa. ' 
Wilmington, Del. 



Far addre$sts and ktephone numbns of the field offkes^ look undn 
^'Untied States Govemmeni"" in the appropriate telephone directories 



APPENDIX D 

SOURCES OF 

ADDITIONAL 

INFORMATION 



Much has been written in the past ten years on the subject of 
franchising. Since the purpose of this book is to aid in the 
e\-aluation of a franchise opportunity. I have restricted this 
section to some of those sources that have direct bearing on the 
evaluation prtHress. Most of the sources listed here have their 
own bibliography which can be consulted for information 
covering franchise operation, management, etc. 

There is no attempt to list the numerous magazine articles. 
Your local library will probably have the most recent Readers 
Guide To Periodic Literature which will list under franchising all 
recent anicles published. 

ASSOCIATIONS 

International Franchise Association. 1025 Connecticut Ave- 
nue. N.W.. Washington. D.C. 20036. 



ERIC 



BOOKS AND BOOKLETS 



Advur tor Perstms IVho Are Copisiderhig Afi hn^eshnent In A 
F*^rmchL\e fi^twwm, Coinsuiner Bulletin \<>, 4, Federal 
1 rade CI(miniissii>n« Washington* D. C. 

Atkinson* F. F. FraPuhLsmg: The Odds-On Favorite, Interna- 
tional Franchise Association. hMiH. 

Brown* Harold. Frapichismg, Trap for the Trust9Pig, Little* 
Brown and Co.* Wmi 

Cameron* Jan. The Frapuhise HandbiPok, Crown Publishers* 
1970. 

Currv* J.A.H.* et al. Part9iers for Profit, American Manage- 

nient AsscKiation^ Inc.* |%(>. 
Dias* Robert M. and Burnick* Stanley I. Franchising: The 

Complete fpivestors Handbook. Hastings House. 1%9. 
Facts About Franehistng, National Better Business Bureau. 

Inc., 2M) Park Avenue. New York* N.V. HM)17. 
Franchise Distribution, The Conference Boards New York* 

1971. 

(iross* Harr\ . Franchise tfnestigation and Contract Xegotiation, 

Pilot BcH)ks* 1967. 
Krush.H;^rr\\The Franchise Boom, Prentice-Hall. Inc., 1969. 
Ozanne U. (». and Shelby D. Hunt. The Economic Effects of 

Franchising, (Graduate SchiM)l of Business* The University 

of Wisconsin* Madison* Wisconsin inider a grant from 

the Small Business .Administration* 1971. 
Rosenberg, Robert M. and Bedell* M. Profits from Fraptchis- 

ing, McGraw-Hill C:o., 1969. 
Selts. David D. How To Get Started in Your Own Franchised 

BiLsiness, Farnsworth Publishing C^ompany, Inc. 1967. 
Vaughn, Charles L. Franchising Today 1969, Farnsworth 

Publishing Co., Inc. 1969. 
Vaugh* Charles L. Franchising Today: Report of the Fift/i 

hiternationa! Conference on Franchisinfr Sponsored by Boston 

College, Farnsworth Publishing Co.* Inc., 1970. 

PERIODICALS ABOUT FRANCHISING 

Franchising Around The World, published by Sutton Place 
Publications* Inc., 13132 West Dixie Highway* North 
Miami, Florida 33161. 

Franchise Journal, sXational Franchise Reports, and Continental 
Franchise Rei^ieu\ published by Continental Reports, Inc., 
290 Fillmore St.* Denver, Colorado 80206. 

Income Opportunities, published by Davis Publications, Inc.* 
229 Park Avenue South. New York* N.Y. 10003. 
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